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Introduction
For several months, supporters of the Occupy Movement have been publicly criticizing the rising income and wealth disparity in the United States and various other countries around the world. Their main slogan, "We are the 99 percent!", highlights the issue of the growing gap between rich and poor, explicitly the income and wealth concentration among the top one percent of the population compared to the bottom 99 percent. Shortly after the initiation of the protest movement, the US Congressional Budget Office published a report in fall 2011 stating that real after-tax income grew by 275 percent for the top one percent of all US households in the period from 1979 to 2007 whereas after-tax income for all other income fractiles only increased by a maximum of 65 percent. Eventually, solely the upper quintile -and within mainly the top one percent -could increase its share of after-tax income while all other income groups saw a decline in their income shares (cf. Congressional Budget Office 2011).
During the past years, several studies revealed that the evolution of high incomes has had a significant impact on overall income inequality. For instance, Alvaredo (2010, pp.5) Figure 1 gives a broader picture of overall trends. Until the late 1920s the income share of the top ten percent of the distribution climbed to a rather high level of some 46 percent, and subsequently declined moderately during the Great Depression. It then, however, decreased substantially during World War II and afterwards remained relatively constant for a long period between 1945 and 1980. Starting in the early 1980s the share of the top ten percent experienced a remarkable recovery and in 2007 restored to its level of the late 1920s.
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Great Compression
Great Divergence
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By calling the period between the early 1940s and the end of the 1970s the Great Compression, the present paper follows Goldin and Margo (1991) who coined Germany, 1907 Germany, -1998 Source (Figures 1 and 2) : Alvaredo et al. 2012, Tables Great Depression ? this phrase to describe the sharp downturn of top income shares during World War II and its constancy in subsequent decades. In light of the significant rise in income differences, the period since 1980 can, in contrast, be called the Great Divergence (Krugman 2007 ). To sum up, when looking at Figure 1 one can imagine the development of the top decile share in US gross income to exhibit a U-or "bathtub"-shape over the eighty years between 1927 and 2007.
According to Atkinson and Piketty, the strong growth in top income shares has been occurring in several English-speaking countries during the last decades, whereas in Continental Europe "[…] there has not been a U-shaped pattern over the twentieth century." (Atkinson/Piketty 2007b, p. 541) The present paper is mainly concerned with the developments in Germany and challenges the view that the recovery of top incomes cannot be found there. Figure 2 illustrates that the top decile income share in Germany decreased substantially in the years of hyperinflation 2 after the First World War but, other than in the United States, increased during the Great Depression. 3 Another rise in top income shares after the Nazis came to power was then followed by a sharp downturn subsequent to the Second World War. 4 Similar to the US-development, we find a Great Compression period in Germany, yet it ended later: From 1961 until the beginning of the 1990s the share of the top ten percent oscillated on a rather low and constant 2 Further information on the development of top income shares during the years of hyperinflation is provided by Dell 2007, pp. 372. 3 As can be seen from a comparison between Figures 1 and 2 , the blue shaded areas indicating the Great Depression are not covering the same years in the United States and in Germany. Following Dell (2007) , in Germany the years from 1933 (seizure of power by the Nazis) until the outbreak of the Second World War are considered separately (cf. Dell 2007, pp. 373) , whereas such a differentiation is not necessary for the United States. During the Great Depression, the evolution of the German top decile income share was exceptionally dominated by the developments of lower income fractiles within the top ten percent of the distribution. While the income ratios of the highest income groups (top one percent, top 0.01 percent) decreased only slightly between 1929 and 1933, the lower income fractiles (top 10-5 percent, top 5-1 percent) experienced a sharp rise in their income shares. "On the one hand, the higher part of the top decile did not significantly suffer of the Depression and of the deflationary measures imposed by the […] government at the time, and on the other hand, the lower part of the top decile, being mainly composed of (short-term downward rigid) wages […], deflation did not hit them and even made their relative weight grow." (Dell 2007, pp. 373) . However, after the seizure of power by the Nazis in 1933, this development reversed and the top groups regained income share, whereas the ratios of lower income groups within the top ten percent declined. level between 30 and 33 percent. The stability of this share, which unlike in the US can still be found in the 1980s and early 1990s, seems to support the "stylized fact" of rigid unchanging wage structures in the German labor market (cf. Atkinson 2008, p. 3) . Although there appears to be a slight upward trend since the late 1980s, it is obvious that the evolution of top income shares in Germany did not finish a complete bathtub-shaped pattern in the twentieth century. In contrast to the data for the United States which clearly indicate a Great Divergence, the series for Germany is not applicable to confirm a similar evolution. However, Atkinson and Piketty are analyzing data which end in 1998, so the question arises whether the modest increase that emerged in the late 1980s has continued during the past years. Has the "bathtub" been completed in Germany in the recent past, or is it still valid to refer to a non-U-shaped pattern of German high income shares?
The second question addressed in the present paper concerns the composition of high incomes. Intuitively, one would assume that incomes at the top of the distribution are mainly composed of capital income, while wages and salaries play only a minor role. Thus, it is quite surprising that prior to World War II incomes of the top groups in the US were predominantly composed of capital income, whereas the recent rise in high income shares is primarily due to an increase in employment income (cf. OECD 2011a, pp. 347). Can similar patterns be found in German top incomes as well?
To shed more light on this, the present paper examines the evolution of top incomes over the past decades in more detail. The next section starts with a review of some appropriate income measures which demonstrate that in Germany top incomes have also increased significantly during the past years. Based on new data from The World Top Incomes Database by Alvaredo/Atkinson /Piketty/Saez (2012) as well as recent figures by Bach/Corneo/Steiner (2009 , a more detailed analysis of German high incomes is then conducted in part 3. Furthermore, this section highlights the growing impact of labor income within top incomes and stresses the importance of the "working rich". Part 4 discusses some underlying theories about top incomes. Section 5 finally summarizes the main results and draws some conclusions.
Some general trends in personal income distribution in Germany
According to recent OECD studies, Germany is one of the countries in which overall income dispersion increased most significantly over the past decades. Between 1985 and 2008, the Gini coefficient rose from 0.251 to 0.295 and thus grew by more than four percentage points. 5 Although the German Gini index is still slightly below the OECDaverage (0.316), higher growth rates were recorded only in Sweden, New Zealand, Finland, and Israel (cf. OECD 2011a, pp. 22; OECD 2012a, pp. 80) . Time-wise, it is striking that income differences first started to increase in some English-speaking nations at the beginning of the 1980s, whereas this development set in only about a decade later in other countries. In Germany, the growth of the Gini index was almost twice as large between the mid-1990s and 2008 as in the first sub-period from 1985 to the mid-1990s (cf. OECD 2012a . This development seems to be in line with the evolution of top income shares illustrated in Figures 1 and 2: While the income share of the top decile in the US started to rise again at the beginning of the 1980s, the upward trend in Germany did not set in until the late 1980s and the beginning of the 1990s. However, the Gini coefficient is especially sensitive to changes in the middle of the distribution, so its intense increase during the past years does not necessarily imply that top income shares have also grown and thereby the "bathtub" pattern of top incomes has been completed in Germany. While the OECD reports that "inequality has generally […] [arisen] because rich households have done particularly well in comparison with middle-class 5 The Gini coefficient refers to real equivalent annual net household income (modified OECD equivalence scale). An overview of data sources and income concepts used in the present paper is listed in Appendix A. A comparison between the developments of mean and median income reveals that the benefits of economic growth were spread unevenly across the German population during the past years. As illustrated by Figure 3 , both income parameters increased from 1984 to 2010, but they grew to varying degrees. While average income rose by 4,745 Euro, or 29.7 percent, median income grew by only 3,567 Euro, or 24.5 percent.
The gap between mean and median income started to increase at the beginning of the 1990s. However, this diverging development has even been intensifying since 2000. 6 An overview of data sources and income concepts used in the present paper is listed in Appendix A.1. 
Ratio Year
While the median-to-mean income ratio accounted for 91.2 percent in 1984 and 90.0 percent in 2000, it had declined to 87.5 percent in 2010. Thus, incomes of higher income fractiles must have grown faster than those of lower income groups, leading to a rise in overall income dispersion (cf. Grabka/Frick 2008, pp. 101) .
It can be seen in Figure 4 Since the evolution of the 90/10 decile ratio can be influenced by both developments within the first and the ninth decile, it has to be analyzed whether the distinct growth of the 90/10 decile ratio over the past years was mainly due to changes at the bottom of the income distribution, the top, or a combination of the two. For this pur- pose, the underlying (absolute) thresholds of both deciles are calculated. A closer look at the period from 1998 to 2010 in Figure 5 reveals that the upper income threshold of the first decile declined by 6.3 percent, whereas the threshold of the ninth decile increased by 8.2 percent. 7 The substantial growth of the 90/10 decile ratio during the past years can thus be attributed to both an increase at the top of the income distribution as well as a decline at the bottom. However, the increase at the top was slightly more pronounced than the decline at the bottom.
Since the decile ratio described above is calculated on the basis of income thresholds, it is useful to also take a look at the evolution of each decile's average income. As shown below in Figure 6 , the development of mean income across the ten As already mentioned above, the Gini coefficient is not the most appropriate indicator to properly outline general trends at either extreme end of the distribution Table Germany ). According to these figures, income differences across the whole spectrum of distribution have grown substantially. However, dispersion among the rich seems to be highest and has also increased the most over the past years.
The evolution of top incomes in Germany
Data and methods
Although the topic of both income distribution and the evolution of top incomes have The series is regularly updated and based on tax data momentarily provides long-run information on the evolution of high incomes in 26 countries (cf.
Alvaredo/Atkinson/Piketty/Saez 2012). Using data from The World Top Incomes Database and recent calculations by Bach/Corneo/Steiner (2009 , the evolution of German top incomes is analyzed below. 8
The evolution of top income shares in Germany
After increasing between 1907 and 1917, the top decile income share in Germany declined substantially at the beginning of the twentieth century. Sudden rises during the First and shortly before the Second World War, "[…] the two moments […] when Germany saw an authoritarian government take control" (Dell 2007, p. 371) , were always 8 Data sources and methods are also discussed in Appendix A.
followed by reductions of the top ten percent income ratio. Except for the lower income groups within the top ten percent (top 10-5 percent, top 5-1 percent), income shares did not recover in the post-World War II years, but oscillated on relatively low levels (see Appendix B) . For instance, the top decile income share varied between low 30 and 33 percent in the four decades after the war (see Figure 2 ). 9
A similar post-Second World War development can also be found in the United
States (see Figure 1 ). According to Piketty and Saez, the high income groups in the US "[…] were simply not able, because of social, fiscal, and union pressure, to increase their salaries back to the pre-war levels in relative terms." (Piketty/Saez 2007, p. 164) The establishment of corporate organizations and increasing unionization after 1948 (cf.
Abelshauser 1983, pp. 81) provide a similar explanation for the post-war top income developments in Germany.
While high income shares in the United States had finally started to increase again at the end of the 1970s, this development had not commenced in Germany until the late 1980s/early 1990s. In 1998, the US top ten percent income share had already reached its 1938 level again and had thus almost completed a bathtub-shaped pattern, whereas this was not the case in Germany (see Figures 1 and 2) . However, the income dispersion measures analyzed in section two suggest that the upward trend of German top income shares has continued over the past years.
Between 1950 and 1995, real gross income across the whole population grew by approximately 3.1 percent per year on average. Figure 7 and Table B .1 reveal that this increase was distributed quite evenly across different income groups. In general, mean income of the bottom 90 percent even grew slightly more (average annual growth rate of 3.2 percent) than average income of the top ten percent (average annual growth 9
The lower income fractiles within the top decile (top 10-5 percent, top 5-1 percent) followed a different pattern throughout the twentieth century than the highest income groups (see Appendix B). However, except for the years of the Great Depression, the general pattern of the top decile was dominated by the highest income groups. comes increase considerably more than families at the bottom of the top ten percent.
How these diverging developments impacted the evolution of corresponding income shares is illustrated below. Similar developments of income shares also hold for different income fractiles 
From rentier to "working rich" income: The composition of top incomes
In the United States, the composition of high incomes has changed significantly over the past years. While top incomes primarily consisted of capital income at the beginning 10 The first decile is not included since its gross market income is negative (cf. Bach et al. 2009, Ta- ble 3). Table 3 ; own calculations. of the twentieth century, this structure has changed in recent years. As shown in Figure   10 on the example of the top 0. It should be noted that other than in the United States, wages and salaries still 14 "It should be noted here that German tax law registers as 'business income' (Einkünfte aus dem Gewerbebetrieb) incomes that would, for example in France, be recorded as capital income. This phenomenon still exists today and is related to the fact that public corporations (Aktiengesellschaften) which pay dividends which are in turn taxed under the category 'capital income' was until recently quite rare in Germany. Other legal forms for societies (Kommanditgesellschaft or Offene Handelsgesellschaft) seem to have been much more widespread and even encouraged by corporate and business tax law.
[…] Thus top income shares decline in the first half of the century is a capital income phenomenon […] ." (Dell 2007, p. 381) . 15 The issue of combining data from several sources is discussed in Appendix A.2. Figure 11 : Sources of income across top income fractiles in Germany, 1936 and 1998 Source: Dell 2007 Dell , pp. 382. 1936 Dell 1998 Dell 1936 Dell 1936 Dell 1936 Dell 1936 Dell 1998 Dell 1998 Dell 1998 Dell 1998 Top 10 To sum up, even if the development is not as pronounced as in the US also in Germany the importance of labor income compared to rentier income within the top income groups tended to increase over the last decades. Thus, it seems not too daring to conclude that it was the "working rich" that had a considerable impact on the rise in income divergence in Germany. 16 According to Bach et al. (2009) , business income includes "[…] income from agriculture and forestry, from unincorporated business enterprise and from self-employment activities […] ." (Bach et al. 2009, p. 309) . 
Factors behind the evolution of top labor incomes
The influence of top management compensation
As shown in the previous section, it was the relative increase of employment (and business) income rather than capital income that is mainly responsible for the rise in the top income shares in the USA as well as in Germany. This finding might come as a surprise, for when analyzing functional income distribution we observe a significant in- Germany. 19 On this occasion commentators regularly question the justification of their incomes. In contrast, defenders of high incomes of executives argue that these managers bear high responsibility for thousands of jobs and billions of annual revenue. Others simply accuse their critics of just being envious while there are those who merely claim that it would be a fruitless attempt to justify mega incomes. 20 The objective of the next sections is to check whether there are any explanations for the high level incomes that are paid out to these professions which are supported by economic theory.
Why the standard approach is not suitable to explain top incomes
According to the standard textbook theory of income distribution, the reward for each 18 It is important to note that tax authorities as well as federal statistical agencies define all the income of high-ranking executives as being labor income. This includes even performance-related pay instruments, like stock options, which are oriented towards the company's share price development. 19 According to the German weekly Die Zeit (May 16, 2012 factor of production is based on its marginal productivity. Labor endowed with physical or human capital is more productive than labor without it. In other words, people with higher qualifications usually enjoy a premium for their better competence. Following this approach, much of the earnings dispersion that occurred over the last decades has been explained by an increase in skill premia of the better educated (cf. OECD 2011a).
Skill-biased technological change -and to some extent international trade as well -is assumed to raise the relative demand for qualified labor and exert pressure on wages for low qualified workers. The observed wage dispersion in Germany, a country that is relatively open to international trade, could therefore be viewed as a story of rising skill premia that allow the best educated of the workforce to reap the fruits of technological change and globalization.
This approach suffers three main shortcomings. First, it cannot explain why there are so big differences within the top decile or even the top percentile -a phenomenon our data analysis has clearly revealed for the US and for Germany. As we have seen, the smaller the income fraction is defined and the closer to the very top, the larger is the positive divergence from average income growth. Since it is obvious that within the top decile the fraction of unqualified workers is probably rather low, the large disparities within this subgroup cannot be fully grounded on diverging qualifications. We even observe large differences in earnings of individual people of the same profession, which is another counter argument against traditional explanations of growing inequality that are based mainly on skill levels and premia. Top incomes are, thus, not solely affected by general trends (e.g. a higher relative demand for skilled labor), but rather other forces are at work that accentuate income divergence.
Second, we have found that income disparity has been growing over time. So from an explanation referring solely to rising demand for higher qualification it follows that also skill premia must have been rising steadily. But, is that reasonable to assume?
Growing skill premia would go hand in hand with an increasing wage differential between low and high qualified labor, making it more and more attractive to invest in human capital formation. If we assume that in the long run the US and the German education system reacts accordingly, both economies will be able to adjust to the growing demand in qualified labor; sooner or later the increase in that demand will be matched by additional supply of skilled labor. If in the long run "the race between technology and education" (Atkinson 2008, ch. 2) is a tied game, then the wage differential between the skilled and the unskilled will be constant and not be growing, as has been suggested above. However, a constant wage differential has a noteworthy consequence for the development of income shares: As one would rightly expect, the income share of, say, the lowest quintile will fall, with a shift towards a higher proportion of skilled labor in the total workforce. However, as Atkinson (2008, pp. 12) has demonstrated in a rather simple numerical example, the share of the top decile will shrink as well. The reason is that the shift towards skilled labor will raise the average wage and, if the wage differential remains constant, the top quintile will see its income decreasing relative to the average. In contrast, we do not find a drop but a growth of the top quintile in reality. Hence, Atkinson (2008, p. 13) Alternative approaches have been developed to explain top labor incomes.
Three of them shall be outlined briefly in what follows. The first two have some links to sports; the last one follows considerations from psychology and sociology.
Should top executives be treated as superstars?
A theory that is widely used in labor economics today to explain extremely high incomes is the theory of superstars. This approach is usually applied to professions in which inherent talent plays an eminent role, like in sports, arts, showbiz et cetera. In economics talent is regarded as a non-producible asset; hence, the treatment of this "factor of production" bears some similarity to the treatment of the production factor land in economics. To that extent, the theory of superstars borrows some thoughts from classical rent theory: similar to Ricardo's theory of rent, in which land can be ordered according to its fertility, professionals in sports, music, literature, and so on are ranked subject to their proficiencies. And, since consumers have only limited time to watch movies, attend theatre performances, read novels and so on, they tend to prefer the best athlete, actor, musician et cetera. The best one will therefore earn much more than all the others, even if -and this is important -they are performing only slightly less well. A "winnertake-all principle" prevails when only the best one in his or her field acquires a major slice from the cake. The earnings of superstars are not determined by their absolute abilities (productivity) but rather in comparison to other competitors in their profession.
Relative rather than absolute skills are key! Recently, globalization in combination with advances in communication techniques let the income of a new type of "global superstars" explode. Thanks to satellite TV and the internet today's media stars are able to reach a much larger audience than before. At the same time they can even capture a big share of income from former "regional superstars" which will now be superseded and ranked only second best.
How helpful is the superstar theory to explain the huge income hikes we have seen for top executives over the last decades? Surely, many executives will sympathize with the notion of being called a superstar. One must cast doubts, however, whether top executives can be ranked unambiguously according to their managerial skills. There is a long list of literature covering the problem of how to measure skill, performance and success of managers (cf. Martocchio 2011, pp. 65) . Moreover, unlike in sports where championship systems with more or less clear rules of the game ensure that most of the time the best will reach the top, this is not at all so in management as many examples of inept executives and cases of outlandish mismanagement have demonstrated. Over and above many executives simply owe their job to networks in which relationships rather than proven skills can be far more important. Having dealings with influential people has often been a major success factor for business people on their way to the top. The theory of superstars seems therefore ill-suited to explain executive compensation.
Tournament theory: Executive compensation as prize money
Another way of explaining top incomes in management is based on the so-called tournament theory, as it parallels the structure of success and pay in sports tournaments (cf. Lazear/Rosen 1981) . The basic idea rests on the argument that having high pay differentials between different managerial ranks can be an effective method to maximize productivity of the whole system. Like in a tennis tournament where the differences between the best players are only marginal, it is assumed that also the qualifications of top managers differ only slightly. The differences in rewards are, however, substantial as tennis players (managers) advance to the next tournament (hierarchy) level.
In sports it sometimes depends on good fortune to become a champion; the same might be true in management as well. Yet, after all in management it is not crucial that really the best will grab the higher management positions. If there are only small differences in managerial skills among the competing executives, but huge differences in compensation depending on the management rank, the incentives for the individual to struggle hard in order to climb up the career ladder will ensure a maximization of overall productivity.
Also in management there are fewer positions at higher levels, and the ultimate prize is being promoted to become CEO. In major tennis tournaments the victor is usually awarded prize money double the sum of the defeated men, although they play tennis on about the same level. The primary reason for high CEO incomes is, therefore, not to provide an incentive for the CEO to perform well, but to give those at lower levels an incentive to work hard. Whether the level of compensation in the respective ranks of the hierarchy matches the individual's true ability is not decisive. It is more important that the substantial income gain the individual can achieve when he or she steps up the ladder is assumed to optimize the whole system. According to this approach, the compensation system for executives in corporations is designed in a way to ensure that every-one performs to his or her maximum so that the productivity of the whole system in-
creases. 22
How much does the tournament theory help to explain the substantial increase of top management and executive incomes then? Although the basic principle has at least some explanatory power compared to the approaches discussed above, it cannot explain the core of the story. First, it is difficult to argue how big the gap between the different levels of the hierarchy has to be to make the system function best. Was it really necessary to more-than-double CEO compensation in the US relative to other members of the board of management over the last decades to optimize corporate performance of US companies? How about the psychological effect of the immense salary hikes and its medium term impact on society? The tournament theory cannot answer these questions.
The Atkinson (2008, pp. 72 ) reminds us of psychological and sociological approaches to explain earnings dispersion and makes a case for taking them into closer consideration. 23 He emphasizes the importance of pay norms in determining (high) salaries (cf. Atkinson 2001) . Breaking the existing pay norm implies to risk the loss of someone's reputation. However, pay norms can change, and the very high executive remuneration seems to be more acceptable today than it used to be. Bebchuk/Fried (2004) implicitly refer to these kinds of norms when they stress the impact of what they call "outrage" constraints: constraints that are based on public reactions to extreme executive compensation. Piketty and Saez (2007) state that during the past years the rise in salaries at the top of the distribution has primarily been caused by a shift in social standards: "The marginal product of top executives in large corporations is notoriously difficult to estimate, and executive pay is probably determined to a significant extent by herd behavior.
Norms, social comparison, and rent seeking
Changing social norms regarding inequality and the acceptability of very high wages might partly explain the rise in US top wage shares observed since the 1970s." (Piketty/Saez 2007, p. 165 ) Also, the increasing practice of granting stock-options to executives and lower-level employees can be hold partly responsible for the rise in high wages (cf. Hall/Murphy 2003; Piketty/Saez 2007, p. 163). 24 In the US, executive compensation is usually determined by so-called compensation committees. In Germany this duty used to be undertaken by the "Aufsichtsrat" (supervisory board) alone, but more and more German stock corporations adopted this type of council in the last years from the Anglo-Saxon system. However, outside directors on supervisory boards and compensation committees mostly include executives and CEOs from other corporations. According to the theory of social comparison this system has a major impact on the level of income granted to executives. Members of compensation committees were observed to base their pay decisions or pay recommendations on their own earnings, since they compare themselves to similar individuals (cf.
O' Reilly et al. 1988) . Their judgment about the appropriate pay for colleagues on an income inequality from that of sociology, supporting the view that both perspectives have a substitutive rather than a complementary explanatory power. 24 As mentioned already above exercised stock-options are registered as wages and salaries on tax declarations (cf. Piketty/Saez 2007, p. 163).
equal footing depends strongly on their own income, thereby following a common heuristic in decision making, known as the anchoring-effect. As O' Reilly et al. (1988) have shown the sum that members of these bodies had in their own jobs as executives is quite a good indicator of their decision about the level of earnings of other executives. Although they found a strong correlation here, there was only a weak nexus between executive compensation and overall corporate performance. 25 In a more recent study, O' Reilly and Main (2007, p. 16) found that "on the average, for every $1,000 more in fees that is given to the chair of the compensation committee, the cash compensation of the CEO is $1,746 higher." This finding indicates a major agency problem, since it is usually assumed that members of the supervisory board first and foremost advocate the interest of the shareholders (cf. Eisenhardt 1989) . Obviously this is not the whole story. The present framework which gives executives control of their own pay-setting process might therefore indicate a severe malfunctioning of the current corporate governance framework (cf. Tosi/Gomez-Meija 1989; Bebchuk/Fried 2003) .
In the end, the true reasons behind the rising top (executives) incomes might be found when analyzing the behavior of an influential group of rent seeking decisionmakers (cf. Krueger 1974) . As Bebchuk/Fried (2004) argued, the high levels of executive compensation have their roots in managerial rent-seeking. If this were true, the rent seeking individuals of today are not classical rentiers, living on land and capital property, but have to be regarded as a very special type of modern privileged laborers.
Final remarks
Inspired by the significant increase of top income shares in the United States since the early 1980s, the present paper examined the evolution of high incomes in Germany over 25 See the current discussion on "pay without performance" in the USA which was initiated by the samenamed book by Bebchuk and Fried (2004 As can be seen from et al. (2009, 2011) have the advantage that they can be used to even study developments within the top 0.001 percent and the top 0.0001 percent. It should be noted, however, that the two series cannot be fully matched since Bach et al. use a slightly different approach than Alvaredo et al. (see Table A .1). Although direct comparability is restricted, it is still reasonable to chain the two data sets in a few cases, especially for analyses within the highest income groups for which capital gains form a quite significant (and volatile) income component. As can be seen from the overlapping values in Figures B.4 and B.6, differences between the two data sources are not excessively large, so it can be assumed that the data calculated by Bach et al. (2009 Bach et al. ( , 2011 are a fairly realistic update of the figures determined by Alvaredo et al. (2012) . Yet, one should be aware that the data derived from different sources.
An additional possibility is to just use income data including capital gains. Although capital gains certainly influence general income developments in some way, it is to be assumed that the integration of this income component still does not unduly distort the central message of the present paper. Saez, for instance, mainly refers to income data including capital gains in his latest study on the evolution of top incomes in the United States. Since for the US The World Top Incomes Database provides long-run income data both including and excluding capital gains, Saez is also able to contrast the two income components for the period from 1917 to 2010. His graphical comparison reveals that top income shares including capital gains are somewhat more volatile than income shares excluding capital gains. However, the general developments of both variables are very similar and they basically follow the same pattern (cf. Saez 2012b, pp. 7).
For Germany, such a comparison can be conducted for the years from 1950 to 1998. As can be seen from Figures 8 and B.1 to B .5, top income shares including and excluding capital gains evolved quite similarly, especially for the lower income fractiles within the top decile. Therefore, it is to be supposed that the use of income data including capital gains does not distort the general development of high incomes. 28
To finally provide a broad overview of the evolution of German top incomes, the analysis in section 3 is not just based on a single data source. It rather comprises figures calculated by Alvaredo et al. (2012) and Bach et al. (2009 Bach et al. ( , 2011 
Percent
Year Figure B .6: The top 0.01 percent income share in Germany, 1907 Germany, -2007 Source: Alvaredo et al. 2012 , Table Germany ; Bach et al. 2009 , Table 3 .
Source: Alvaredo et al. 2012 , Table Germany ; own calculations. in the United States, 1916 States, -2010 Source: Alvaredo et al. 2012 , Table United States.
